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SUBJECT: INDO-SOVIET ECONOMIC RELATIONSHIP 

1 . IN DISCUSSION WITH ECONOMIC COUNSELOR MAY 18, SOVIET 
ECONOMIC COUNSELOR KUZNETSOV SAID RECENT NEW CREDIT GRANTED 
INDIA DURING GROMYKO VISIT WAS AN ENTIRELY NEW CREDIT. 

IT HAD NO CONNECTION WITH PAST CREDITS AND IN FACT HERE HAD 
BEEN NO CHANGES IN PAST COMMITMENTS. 

2. HE DISAGRRED WITH STATEMENT THAT INDIANS WOULD NOT BE 
LIKELY TO USE YET ANOTHER CREDIT FOR COAL AND STEEL INDUSTRY 

PROJECTS. HE ADMITTED GOPPHAD NOT USED UP PAST CREDITS FOR 
THESE INDUSTRIES AND THAT THEY HAD REDUCED PREVIOUS 
COMMITMENT FOR COLD ROLLING MILL PROJECT AT BOKARO(THE 
LATTER HE WAVED ASIDE AS QUOTE A SMALL MATTER UNQUOTE). 

HE ARGUED THAT INDIA, WITH POPULATION OF OVER 600 MILLION 
PRODUCED ONLY 7 MILLION TONS OF STEEL. THERE WAS THEREFORE 
MUCH ROOM FOR EXPANDING STEEL PRODUCTION IN THE FUTURE. 

3. KUZNETSOV WAS INTERESTED IN WORLD BANK LENDING 
POLICY WHERE MOST OR ALL OF PROJECT BEING FINANCED WAS 
LOCAL COST. HE THOUGHT SUCH LOANS HIGHLY FAVORABLE 
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TO INDIA. SOVIET ASSISTANCE COULD STILL ONLY BE PROJECT 
AID. HE SAID, ALTHOUGH IN THEIR TURNKEY PROJECTS SOME LOCAL 
COSTS WERE OBVIOUSLY INVOLVED. HE COULD NOT SEE A CHANGE 
IN THEIR POLICY IN THIS REGARD BECAUSE QUOTE WE ARE NOT 
RICH LIKE YOU UNQUOTE. 

4. ECONOMIC COUNSELOR REFERRED TO LOCAL NEWSPAPER REPORT 
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THAT INDIA WOULD EXPORT WHEAT TO SOVIETS AS PAYMENT IN 
KIND FOR SOVIET WHEAT LOAN OF 1973. KUZNETSOV ONLY 
SMILED AND SAID IT WAS ONLY A QUOTE RUMOR UNQUOTE. 

5. COMMENT; IF KUZNETSOV'S STATEMENTS ARE ACCURATE, 

THEN INDIA'S PAST DEBTS TO THE SOVIETS, INCLUDING 
UNDISBURSED APPROXIMATE DOLLARS 250 MILLION IN CREDITS, REMAIN 
UNCHANGED, ANMSIT IS LESS LIKELY AS PREVIOUSLY THOUGH, THE NEW 
CREDIT WAS IN SOME WAY LINKED TO LONGSTANDING RUPEE/RUBLE 
EXCHANGE RATE PROBLEM. 

6. OUR THEORY THAT NEW CREDIT REPRESENTES ROLL OVER OF 
OLD UNDISBURSED CREDIT WAS SHARED BY SEVERAL DIPLOMATIC 
COLLEAGUES HERE. IF HIS IS NOT THE CASE, AS KUZNETSOV 
STATES, THEN THE INDIANS HAVE ACCEPTED A CREDIT WHICH 
THAEY ARE UNLIKELY TO USE AT LEAST FOR YEARS TO COME. 

AT THE SAME TIME, SOVIETS SEEM TO BE IGNORING OBVIOUS 
INDIAN INTEREST IN OBTAINING TECHNOLOGY FOR ANY 
EXPANSION OF STEEL INDUSTRY FROM THE WEST. ONLY 
ASSESSMENT WE CAN MAKE AT THIS TIME IS THAT AGREEMENT WAS 
PURE ATMOSPHERICS, AND THAT PAST ECONOMIC PROBLEMS BETWEEN 
THE TWO COUNTRIES REMAIN UNCHANGED. 
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